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EXPOSURE DRAFT
PROPOSED STATEMENT ON
STANDARDS FOR ACCOUNTING
AND REVIEW SERVICES
FINANCIAL STATEMENTS INCLUDED IN
WRITTEN BUSINESS VALUATIONS
December 31, 1999

Prepared by the AICPA Accounting and Review Services Committee
for comments from persons interested in accounting and review services
Comments should be received by June 9, 2000, and addressed to
Sherry Boothe, Audit and Attest Standards, File 2000,
AICPA, 1211 Avenue of the Americas, New York, NY 10036-8775
or via the Internet to sboothe@aicpa.org.
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December 31, 1999
Accompanying this letter is an exposure draft, approved by the Accounting and Review Services
Committee (ARSC), of a proposed Statement on Standards for Accounting and Review Services
(SSARS) titled Financial Statements Included in Written Business Valuations. This proposed Statement
exempts from the applicability of SSARS 1, Compilation and Review of Financial Statements (AICPA,
Professional Standards, vol. 2, AR sec. 100), historical financial statements and normalized financial
statements that are included in written business valuations. It also defines the term normalized financial
statements. A summary of the significant provisions of the proposed Statement accompanies this letter.
Comments or suggestions on any aspect of this exposure draft will be appreciated. To facilitate the
ARSC's consideration of responses, comments should refer to specific paragraphs and include
supporting reasons for each suggestion or comment.
Written comments on the exposure draft will become part of the public record of the AICPA and will be
available for public inspection at the offices of the AICPA after July 9, 2000, for one year. Responses
should be sent to Sherry Boothe, Audit and Attest Standards, File 2000, AICPA, 1211 Avenue of the
Americas, New York, NY 10036-8775 in time to be received by June 9, 2000. Responses also may be
sent by electronic mail via the Internet to sboothe@aicpa.org.

Sincerely,

Diane S. Conant
Chair
Accounting and Review
Services Committee

Arleen Thomas
Vice President
Professional Standards
and Services
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SUMMARY
WHY ISSUED
Financial statements included in written business valuations frequently contain departures from generally
accepted accounting principles (GAAP) or an other comprehensive basis of accounting (OCBOA)
because the purpose of such financial statements is solely to assist in developing and presenting the
business valuation of an entity. This Statement is being issued to exempt financial statements included in
written business valuations from the applicability of Statement on Standards for Accounting and Review
Services (SSARS) 1, Compilation and Review of Financial Statements (AICPA, Professional Standards,
vol. 2, AR sec. 100), because users of these statements do not require that the statements be in
conformity with GAAP or an OCBOA.

WHAT IT DOES
This proposed Statement—
•

Exempts historical financial statements and normalized financial statements included in written
business valuations from the applicability of SSARS 1.

•

Defines normalized financial statements as financial statements that contain necessary and
appropriate adjustments in order to make an entity's financial information more meaningful
when presenting and comparing on a consistent basis the financial results of that entity to
those of a comparable entity as part of a business valuation engagement.

PROPOSED STATEMENT ON STANDARDS FOR
ACCOUNTING AND REVIEW SERVICES
FINANCIAL STATEMENTS INCLUDED IN WRITTEN BUSINESS VALUATIONS
1.
This Statement provides an exemption from Statement on Standards for Accounting and Review
Services (SSARS) 1, Compilation and Review of Financial Statements (AICPA, Professional Standards,
vol. 2, AR sec. 100), for historical financial statements and normalized financial statements that are
included in written business valuations. However, this Statement does not preclude an accountant from
complying with SSARS 1 in such engagements.
2.
Normalized financial statements are financial statements that contain necessary and appropriate
adjustments in order to make an entity's financial information more meaningful when presenting and
comparing on a consistent basis the financial results of that entity to those of a comparable entity as part
of a business valuation engagement.
3.
Financial statements included in written business valuations frequently contain departures from
generally accepted accounting principles (GAAP) or an other comprehensive basis of accounting
(OCBOA) because the purpose of such financial statements is solely to assist in developing and
presenting the business valuation of an entity.
4.
An accountant may submit a written business valuation containing financial statements to a client
without complying with the requirements of SSARS 1, when all the following conditions exist:
a.

The accountant establishes an understanding with the client, preferably in writing, that the
historical or normalized financial statements included in the written business valuation—
(1) Will be used solely in developing and presenting the valuation of the entity.
(2) May be incomplete or contain other departures from GAAP or an OCBOA and should not
be used for any purpose other than developing and presenting a business valuation of the
entity.

b.

Nothing comes to the accountant's attention during the engagement that would cause the
accountant to believe that the financial statements included in the written business valuation
will be used to obtain credit or for any purpose other than developing and presenting a
business valuation of the entity.

EFFECTIVE DATE
5.

This Statement is effective upon issuance.
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